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Warrington Products Limited 


TO THE SHAREHOLDERS 


1974 was a year of outstanding growth for 
Warrington Products, arising from expansion of 
existing operations and from the acquisition of 
virtually all of the outstanding shares of Greb 
Industries Limited. Consolidated sales were 
$56,792,437 as compared to $17,938,936 In 
1973, and net after-tax income was $2,398,223, 
compared to $1,021,488 in 1973. 


Earnings per share were $1.87, based on the 
average number of shares outstanding during the 
year, compared to $1.05 in 1973. On a fully- 
diluted basis, assuming that all warrants and non- 
contingent convertible notes are converted into 
common shares, earnings per share in 1974 were 
$1.32 compared to $.79 in the previous year. 


The financial accounts for 1974 assume 73% 
ownership of Greb Industries from May 1, 1974 
and 99.7% ownership as of September 30, 1974. 
Ona pro forma basis, assuming that Greb had been 
99.7% owned as of January 1, 1974, our consoli- 
dated sales in 1974 would have been $66,817,000 
and net after-tax income $2,626,000. 


Each of our operating units attained new revenue 
levels, despite the adverse effects of raw material 


SALES 


(in Millions of Dollars) 


shortages and escalating prices, a receding U.S. 
economy, and wide swings in foreign exchange 
rates which affected a number of our suppliers. 


The Canadian economy was subject to many 
strains in 1974, including an average rate of 
inflation of 10.5%, record Federal Government 
spending which increased a massive 23% over the 
previous year even before consideration of oil 
subsidy payments, unprecedentedly high interest 
rates, reduced demand for many exports and 
heavy increases in price of most imported goods. 
However, housing completions were at a high 
level, spending by the Canadian consumer was 
maintained and demand for our product lines was 
generally good. 


Warrington’s business is to make and supply 
products forhome use and leisure activities. It there- 
by expects to participate in the above-average 
growth forecast for the next decade in new 
family formations, housing and consumer spending 
in this country. In May of 1974 your Directors took 
advantage of an opportunity to purchase a control- 
ling interestin Greb Industries from the Greb family. 
This was followed by an identical offer made to all 
Greb shareholders. The Greb product line is divided 
nearly equally between sports or casual shoes and 
boots and Bauer ice skates. All Greb products are 
distributed nationally in Canada and Bauer skates 
and Kodiak boots are finding substantial markets 
in the United States and Europe. Greb has shown 
excellent growth in the last four years as con- 
Sumer spending for leisure products built up and 
there is good reason to believe that their expansion 
can be sustained. 


OUTLOOK 


The Canadian economy turned in a creditable 
performance of 3.6% real growth in 1974 despite 
the strains referred to above. With the U.S. 
economy in a steep recession of undetermined 
length and many of our other trading partners 
reducing imports, it is clear that Canada will do 
well to show any real growth In 1975. Housing 
starts In the first quarter are off sharply and re- 
covery in this sector is contingent on improving the 
flow of mortgage funds and reaffirming confi- 


dence in the minds of prospective purchasers. 
However, it remains Federal Government policy to 
sustain housing starts at a high level and we 
expect that appropriate measures will appear in 
the next few months. 


A number of important recent wage settlements In 
Canada have substantially exceeded the inflation 
rate and new demands are very high. This is putting 
pressure on corporate profitability and if continued 
will make us non-competitive with the U.S. and 
other countries where settlements have been 
moderate. In the short term it means that real 
personal income Is still growing, which is borne 
out by personal savings accumulation. The con- 
sumer Is therefore in a good position to sustain 
discretionary spending although he is unlikely to 
expand it until his confidence level rises. 


The very sharp decline in the United States eco- 
nomy which has occurred since the beginning of 
the fourth quarter of 1974 has severely shaken 
consumer confidence in that country and, to a 
lesser extent, in Canada. Until the U.S. economy 
begins to show a pattern of recovery or other 
actions are taken to restore confidence, consumer 
sales in that market will require very effective 
marketing. 


Overall we are looking for sales growth of approxi- 
mately 20% in all units in 1975 and are planning 
expanded sales and promotion activities through- 
out the company to help meet this aggressive 
objective. 


Short term interest rates have come off sharply in 
the United States and more slowly in Canada. 
The attitudes of the Federal Reserve Board in the 
United States and the Bank of Canada give a clear 
indication that short rates will continue to decline, 
and the average prime rate in 1975 Is apt to be 
200 basis points or more lower than in 1974. As 
your company’s bank loans are all floating with 
the bank’s prime rate, interest costs in 1975 should 
be well below those experienced In 1974. 


CAPITAL CHANGES 


To assist with the acquisition of Greb Industries, a 
private placement of 400,000 common shares at 


$5 was made with Cemp Investments Ltd. The 
remainder of the funds required were raised via a 
three year term loan of $9.5 million with the com- 
pany’s bankers, with Cemp guaranteeing a portion 
of the loan. Under the terms of the earn-out 
agreements made with the previous owners of 
the operating subsidiaries a total of 42,338 
common shares were issued from the Treasury in 
1974. 


Management and the Directors wish to welcome 
approximately 2,000 Greb employees to the 
Warrington organization and to make clear their 
appreciation of the skills and efforts of all of our 
employees in achievement of the 1974 results. 


On behalf of the Board 


JO Natok 


John O. McCutcheon 


Chairman 


EARNINGS 


(in Thousands of Dollars) 


APPLIANCE GROUP 
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Sales of the Appliance Group in 1974 were 
$9,850,000 while their contribution to earnings 
was $863,000. 


In an industry where total sales approach 
$500,000,000 our appliance division does not 
attempt to compete head-on with the larger 
manufacturers. Its success has been found in 
servicing market sectors that have been neg- 
lected by the major manufacturers. 


REFRIGERATORS 

Refrigerator products are marketed under the 
Danby brand as well as several private brands, 
with capacities ranging from three cubic feet 
(90 litres) to thirteen cubic feet (350 litres). 


Units with a capacity of less than ten cubic feet 
are commonly referred to as ‘compacts’ and are 
sold primarily as convenience refrigerators for 
offices, recreation room bars, rooming houses and 
doctors’ offices. There are no manufacturers of 
compact refrigerators either in Canada or the 
United States. Our appliance division, the major 
supplier of compact refrigerators, controls over 
sixty percent of the Canadian market. 


Refrigerators with a capacity of ten cubic feet or 
greater, compete with domestically manufactured 
units of the same size. The builder trade continues 
to be the main market for these refrigerators where 
the importance of the price value ratio exceeds 
that of the necessity for a nationally known brand 
name. Our refrigerator is marketed at a price 
competitive with that of the domestic units. 


RANGES 

Our line of electric ranges, manufactured at 
Danby’s Montreal facility, consists of three basic 
models; a twenty-four-inch range, a thirty-inch 
range and arangette. 


The marketing of ranges is similar to that of our 
larger refrigerators; they are directed to that 


segment of the market where it is more important 
to have a competitively priced product than it is 
to have a nationally known brand name. 


The rangette line, a two burner range with an 
oven, requiring only 110 volts, has been ex- 
tremely successful. This productis oriented towards 
the recreation home market, summer cottage or 
ski chalet. 


REVIEW AND OUTLOOK 

REFRIGERATORS 

1974 saw the appliance industry unable to 
produce sufficient refrigerators as a result of a 
world wide compressor shortage and forced to 
increase prices at a record setting rate to keep up 
with the escalating raw materials price increases. 


Because of supply problems, unit sales of our 
refrigerators were off 4.6% from 1973. This com- 
pares to the industry where sales were off 3.2%. 
It is difficult to estimate what sales would have 
been if sufficient units had been available, but a 
substantial demand did go unfilled. 


APPLIANCE GROUP 


SALES (in Millions of Dollars) 


An adequate supply of refrigerators will not be a 
concern In 1975 as firm commitments, equal to 
forecasted sales, have been received from our 
supplier. 


The Canadian Appliance Manufacturers Associa- 
tion has predicted a twelve percent annual com- 
pound growth rate for compact refrigerators for 
the 1974-79 period. The corresponding growth 
rate predicted for regular size refrigerators is 5%. 
Thus, the compact refrigerator market should 
continue to outperform the industry. Our Com- 
pany as the major supplier to this compact market 
will share in this growth. 


RANGES 


Competition in the electric range industry was 
unusually intense in 1974 and in spite of this, our 
range sales were 5.9% ahead of 1973 as compared 
to an industry average decrease of .1%. 


The thirty-inch range that was introduced in 1974 
has established itself in its market segment and 
significantly increased sales are expected for the 
current year. In addition, marketing of the rangette 
line in 1975 is being pursued through new distri- 
bution channels both in Canada and the United 
States where Initial response has been favourable. 


A selection of Danby products; a compact freezer, a table top range, an electric hibachi, a deep fryer, a 30” electric range and a 
1 3-cubicsfoot refrigerator. 


HOME IMPROVEMENTS GROUP 
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Sales of the Home Improvements Group were 
$8,238,000 while their contribution to earnings was 
$2,167,000. All product lines recorded significant 
increases during the year. 


INDUSTRIAL PLASTIC 


The majority of Industrial’s products are oriented 
towards the window and door market. Vinyl win- 
dows and doors are increasingly displacing those 
manufactured out of wood and aluminum. The 
combined advantages of durability, low mainten- 
ance and minimal temperature conductivity 
have made the products very desirable. This, 
coupled with a price that has become competitive 
in light of the price increases for wood and 
aluminum, both of which have surpassed even 
plastic, has increased the demand for our 
products. 


Review and Outlook 


1974 was a difficult year for all plastic fabricators. 
The resin suppliers not only had their customers on 
allocation, but they also increased prices by un- 


precedented amounts. Industrial Plastic, while 
operating in this environment, was able to post 
record sales and earnings and continued to out- 
perform the growth rate of the Plastic Industry by 
aratio of 2:1. 


HOME IMPROVEMENTS 
GROUP 


SALES (in Millions of Dollars) 


Two projects utilizing Industrial Plastic vinyl window profiles. On the left, Place Desjardins now under construction in Montreal 
and on the right, the first major project that utilized vinyl windows, ‘Habitat’, constructed for Expo ‘67. 


A variety of garden tools marketed by Banner Industries. 


The St. Hubert plant that was completed in late 
1973 is currently operating at full capacity. Plans 
are now underway to add a 50,000 square foot 
addition. This will permit consolidation of the 
existing operations by relocating the Greenfield 
Park plant and also provide the capacity necessary 
to meet the estimated growth that will take place 
over the next three to four years. 


The years 1975 to 1977 will continue to be trying 
for the Plastic Industry. Available ethylene pro- 
cessing capacity, the feedstock for Industrial’s 
principal raw material ‘PVC’, is currently approach- 
ing its maximum limit. Although a number of 


world scale processing plants have been an- 
nounced within the past year, they will take two 
to three years to bring on stream. Expectations are 
that all plastic users will continue to be on alloca- 
tion until these new plants commence production 
in late 1977 or early 1978. Industrial, as a leader in 
the Extrusion Industry, can be expected to be 
treated equitably by its suppliers and should con- 
tinue to out-perform the industry. 


BANNER 


Banner's product line continued to increase its 
market share in 1974 posting a 38% sales gain. 
This increase was led by garden tools which had 
a record sales increase. Switch plates, decorative 
hardware and hand tools also recorded significant 
increases over 1973. 


Review and Outlook 

May of 1974 saw Banner move into modern new 
premises. The new location, a 45,000 square foot 
building located in northwest Toronto has allowed 
the company to consolidate several locations and 
permitted the significant expansion that took place 
in 1974. The present facilities should be adequate 
until atleast 1978. 


The world wide materials shortage caused Banner 
many problems during 1974 and at times required 
them to carry larger than normal inventories to 
ensure that they would be able to service their 
customers. This large inventory, though expensive 
to carry, did allow them to make inroads into 
accounts that found their existing suppliers unable 
to deliver. 


As mentioned previously, garden tool sales have 
grown rapidly and they now represent the largest 
sales volume in Banner’s product line. The de- 
mand for garden tools remains high and Banner 
expects its sales of these products in 1975 to 
exceed those of 1974. With housings starts down, 
more people are redecorating and improving their 
existing homes. It is expected that Banner's other 
product lines will share in this increase in demand 
for home improvement products. 


LEISURE GROUP 
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The Leisure Group, now our largest with the addi- 
tion of Greb Industries, recorded record sales of 
$48,729,000 and their contribution to earnings 
was $5,748,000. 


DOMINION LUGGAGE 


Dominion, with one of the broadest lines of 
luggage in North America has captured a signifi- 
cant share of the medium to high price luggage 
market in Canada. This segment of the market 
demands excellent quality and styling—two areas 
where Dominion has historically been strong. 


Review and Outlook 


The majority of luggage constructions utilize 
synthetic materials. As a user of products from 
the Plastic’s Industry, Dominion was faced with 
material shortages and escalating prices during 
1974. The degree of competition in the Canadian 


‘Aztec’, anew styling introduction by Jetliner. 


Luggage Industry, coupled with a large volume 
of foreign imports, made it difficult for Dominion 
to pass on cost increases. Thus, although the sales 
volume reached a record level in 1974, the mar- 
gins on these sales suffered. 


Although prices have recently stabilized, raw 
material availability remains poor. In an attempt 
to decrease its dependency on the traditional 
materials utilized in luggage construction, Domin- 
ion has been testing the market acceptance of 
other fabrics. This has resulted in some of these 
materials being introduced into new product 
offerings. 


The export market continues to receive emphasis 
at Dominion. Sales or distribution agreements have 
now been signed with the United Kingdom, 
Australia and several Middle East countries. In 
addition, negotiations are underway for the 
United States and German markets. 


Although 1975 willbe a difficult year, a significant 
sales increase Is expected to arise as a result of the 
recent styling innovations and a further tapping of 
the export market. 


GREBINDUSTRIES 


We are pleased to welcome Greb Industries into 
Our organization. 


Greb’s product line can be divided into two main 
categories; Casual Footwear and Sports Foot- 
wear. The casual footwear products are sold by 
the Greb Division and include Hush Puppies, 
Kodiak Boots, Acme Cowboy Boots and Collins 
Safety Shoes. The sports footwear products are 
sold by the Bauer Division and include Bauer 
skates, jogging shoes, curling shoes, golf shoes, 
baseball shoes, football shoes, soccer shoes and 
tennis shoes. 


Review and Outlook 


Each of the categories of products sold by the 
Greb Division had substantial sales increases 
during 1974 with the total division recording a 
17% increase. Kodiak Boots experienced the most 
dramatic increase. This line of boots, which has 
traditionally been the number one sport and work 


Hush Puppies, the barefoot comfort shoe by Greb. 


boot in Canada, overnight became fashionable 
footwear for the teenage market. Hush Puppies, 
through an aggressive marketing campaign, con- 
tinued its sales increase and its number one posi- 
tion in brand recognition. Acme Cowboy Boots, 
while a relatively minor portion of unit sales, is 
increasing its market share rapidly and as a result 
of its high unit price is becoming an important 


contributor to, corporate sales. Collins Safety 
Shoes is the only national distributor selling in- 
dustrial footwear to industrial sites via mobile 
retail stores. It too, showed a significant increase 
in sales during 1974. 


The Bauer Division, which continued to show sub- 
stantial growth in its skate line, posted a 21% 
increase in sales in 1974. The Bauer line of skates 


Kodiak boots, now equally popular among the teenage set 
and the construction crowd. 


is the undisputed market leader in the world, 
controlling by far the largest market share. 1974 
saw the introduction by Bauer, of a line of molded 
plastic skates to complement its existing line. 
While the market share captured by molded skates, 
remains relatively small, the product introduction 
is in line with Bauer's philosophy of serving the 
total skate market. Bauer is one of only two skate 
manufacturers in Canada that manufacture their 
own blades. During 1974, their blade plant was 
expanded and completely modernized. This has 
resulted in a doubling of the capacity, plus an 
increase in the quality of the blades. 


Both Greb and Bauer Divisions have planned for 
Significant increases in sales in 1975. With ap- 
proximately 45% of its sales being made in the 
United States, the magnitude of the Bauer sales 
increase will depend on the recovery of the U.S. 
economy. The majority of Bauer’s sales are made 
in the latter part of the year and it is hoped that the 
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U.S. economy will be showing some improvement 
by then. 


With the acquisition of Greb by Warrington, a 
number of management changes took place. 
Messrs. H. Greb, President, A. Greb, Company 
Secretary, J. Campbell, Vice-President, Marketing 
and R. Hahn, Vice-President, Manufacturing had 
expressed a desire for early retirement at the time 
of negotiations. The following appointments 
were made to fill the vacancies. Mr. W. Freer, a 
former Managing Director of the Shoe Corporation 
of South Africa, was appointed President. Mr. 
R. Pearson, a former manufacturing executive 
in the British Shoe Industry, was appointed 
Vice-President, Manufacturing. Mr. W. Moorby, 
National Sales Manager—Greb Division, was ap- 
pointed Vice-President, Marketing—Greb Division 
and Mr. D. Bauer, National Sales Manager—Bauer 
Division, was appointed Vice-President, Mar- 
keting—Bauer Division. 


LEISURE GROUP 


SALES (in Millions of Dollars) 


Bobby Clarke, Captain of the Philadelphia Flyers, one of a number of National Hockey League players endorsing the Bauer 
line of skates. 
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Warrington Products Limited 


CONSOLIDATED BALANCE SHEET 
December 31, 1974 


ASSETS 


Current assets 


Accounts receivablei(Note-2 itis Ax keene eee ee ere ae 
Inventories at the lower of cost and net realizable value (Note 2)...... 


Prepaid: expenses. vis acy iN psoas cle Se eee eee teak knee a 


ONer ASSETS Faye, Sere se ac ede re ee 


Fixed assets 


Land; butldingsand-equipment; al COST. 7.1.4.8 ass eee ee ee 


Less: Accumulatecsdeprecia tOnnistemes.cser sacs tery earner ae eae 


Excess of cost of investment in subsidiary companies over book value at 


dates of acquisition (Notes itt 4 aincdi1:O) sec ee en ee 


On behalf of the Board: 
J. O. McCutcheon, Director 


A. M. Ludwick, Director 
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1974 


11,545,153 
26,689,576 
397,290 
38,632,019 
76,904 


14,124,844 
4,990,955 
9,133,889 


10,833,087 
$58,675,899 


1973 


$ 332,987 
3,620,598 
5,203,640 

46,633 
9,203,858 


1,654,970 
671,531 


883,439 


6,393,561 
$16,480,858 


LIABILITIES 1974 1973 
Current liabilities 


BANGS OLECINESS.INOLON2,) be ae ices iaac hs feet cree erate do os ela cr Sika hace $20,128,641 $ 4°617/032 
mccounts pavable-and accrued Wiabiliti€S 0. ce dn ck cee sd ee es 9,040,950 2,201,850 
HCOlieta nos Cay al Creare es 6 fi ARG cre capita MER Ac ire he site Dale a Hw aa 920,196 561,645 
Notes and debentures payable (Notes4 and 5)................0.. 1,419,000 790,000 
31,508,789 672 50)527 
Long-term debt 
SEALS OCIA ANIGIERSR Le ue eer ap arene Sec er See ee eee 9,500,000 -- 
LCC INa VOTO NGIN OUEST. ewan ets ited nad Wee Atenas aces er sdasa “ete ive 4,011,667 4,421,667 
ED SMIULESzINOTOLO ern ren ee gene oP reubtica agree clot wal goers fee edu’ 3,510,000 — 
O21 C07, 4,421,667 
Dee ae INC ONNe a NC Se tte tad ot et, Sateen pees hay ect eh oe entra Si nh Dan d UME Ths 40,473 
ed NEES) AGW? TR KEY RES Ee Re ochre ae eh ce et Se ere ae 592,185 — 


Contingencies and commitments (Note 10) 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 6) 

GS OUT NOMUSHShOS SODA VAIUC een hice cs Mees 6 cea aie lho) Same eran, EM 4,880,112 2,660,350 
RctaliecnealiiiG sem eirmer eee eon wate at eee rar ee, te cn cheat tenia 3,495,364 127,841 


8,375,476 3,788,191 
$68,675,899 $16,480,858 


Auditors’ Report 


The Shareholders, 
Warrington Products Limited. 


We have examined the consolidated balance sheet of Warrington Products Limited and its subsidiaries as at 
December 31, 1974 and the consolidated statements of earnings and retained earnings and changes in 
financial position for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1974 and the results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

April 10, 1975 TOUCHE ROSS £6CO. 


Chartered Accountants 
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Warrington Products Limited 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For the year ended December 31, 1974 


Costof sales ‘+7. aee oc cue etuehe ae eee i eh ee 
GlOSSDFOTIT yc a.b aes ek ees en bec cs, en ae an a nn ea 
Expenses 
DisthibUtion, and MAnKetinGs 05 ersens tei Pie ie eee ae et 
Administrativesc.: 2.0 io Sun eta eee oe eee Saris ae 


Interest on long-term debt ne fats, cose eee ee 


Earnings before income taxes and minority interest................005 


Income taxes (INOte 7s 25 yk. state h ee toner eee ee 


Minonty interests wv ses pone teats sce ee es eek ne ocean inet ee 
NOLS alniings ee S06 6 teed aevee ieetaar elie rate tare ee ike hu ran a ee ence : 


Retained earnings at beginning of year...... 


Retained earnings atendofyear...... 


Eamings-per share: ((NGte 0). er ras ae tease ig oer 
Earnings pershare:fully.dilutedstNotero) suai hate. en eee ee 
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1974 1973 
$56,792,437 $17,938,936 
42,049,567 13,196,558 
14,742,870 4,742,378 
4,146,586 1,378,442 
4,306,520 1,025,031 
1,155,966 325,370 
9,609,071 2,/28,843 
SRA 2,013,535 
2,345,325 992,047 
2,788,474 1,021,488 

390;2511 — 
2,398,223 1,021,488 
1,127,841 99,195 
(30,700) 1,406 
$ 3,495,364 1,127,841 
1.87 1.05 
1.32 he) 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the year ended December 31, 1974 


Source of funds 


From operations 


SVT ANG oh J oo Rel Be Fn Seta ee ec ae ee 


Items not requiring an outlay of funds 


DOME ClALl ON gee remtee nee Abe the as he PSs A ctitsrue ln GWiaeele wed os te 
DELCIICGNneOMelaXeS meer en ee, AiR ees ee ne Sa e 


NAO MEV ATE KSS CINE ALDIINO Sym eene ny wn ceteaic 1s al ieael-ers ote cane, Sivas 


ESSUaRCEIOMOMGOCECDI CED Uaasenene succes caer e Nn ene aire aby vec eer ass 


ISSUiShiCeORCOMMMONSOaheS meres ic eke eee de te ee sais Sens 


Application of funds 


ACauisiiOn Of subsidianyiCOMPAMIES Ws «20's at mete nn ote peers 
essay VOnkinGicapita hacGuihed erase ashan tis con art anak ers ori Se 


Additions of fixed assets other than those acquired on the purchase of 


StU SiClahy COMPAS: eineadh a i ne wees a as cor oa oom Sec oe Laas 


Increase (decrease) In. WOKING Capital ra sse bt wer en coun teas he 
MVOUingicapital atDeginmnorOl Veale. suas see cs a A hee es 
WOnkiaGsCapitainat-enCOtie Carini lsacti ues: (sets cere eke ats asus ood aw nos 


1974 


$ 2,398,223 


1973 


$ 1,021,488 


8697999 125,256 
bO2-oi 3 40,473 
390,251 _ 
4,160,992 ede Zier. 
10,230,000 2,480,000 
22 OZ 440,585 
55,408 — 
16,666,162 4,107,802 
125263;027 3,614,099 
5,647,590 669,895 
6,636,037 2,944,204 
2,3/8,115 513,483 
1,419,000 810,000 
83,111 4,617 
10,516,263 4,272,304 
6,149,899 (164,502) 
9737331 1,137,833 
Sa/123,200" 9) 073,331 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Statement Presentation 


The consolidated financial statements include the accounts of the Corporation and all its subsidiary companies. The acquisi- 
tions of subsidiary companies have been accounted for as purchases and accordingly their earnings have been included in the 
consolidated statements only from the dates of acquisition. 


Effective May 1, 1974, the Corporation acquired for cash 73% of the outstanding Class B and Class C participating shares of 
Greb Industries Limited. On August 16, 1974, the Corporation made a cash offer for all the remaining Class B and Class C shares 
and at the year-end the Corporation owned 99.7% of such shares. The cost of the investment in Greb amounted to $11,487,276 
compared to a net book value of $7,990,101 ora difference of $3,497,175. Upon completion of an independent appraisal of the 
assets of Greb the Corporation will allocate a portion or all of this difference to specific assets; any balance remaining from the 
$3,497,175 will continue to be included in excess of cost of investment over net book value at date of acquisition on the 
balance sheet and will be amortized over a period not exceeding 40 years. 


With respect to subsidiaries acquired prior to 1974, it is the Corporation’s policy not to amortize the excess of cost of invest- 
ment in subsidiary companies over net book value at dates of acquisition unless the value of this excess is impaired. 


During the year, the Corporation became obliged to pay certain additional amounts relating to the acquisition of subsidiary 
companies (see Notes 4 and 10) and charged these amounts to the excess of cost of investment in subsidiary companies over 
net book value at dates of acquisition. 


Balance.at December Ste 1973 2 oe cols taco 65.4 ue ees cei s sds ce ous en See erase ee $ 6,393,561 
Additions during year 

Acquisition of Grebiulndwsthes Eimited en. om reke ets ie eects eect clr eee eens ee SA AS 

AaditionalamountsspavabletOwemclOlsteme cnc usieaemeiemeneconeie rane ie mene meister een O230725 

OLEH COSTSOPACCGUNSITIONS we anetsla cig acc Uexe eee Des aan ea th eee ee en 18,626 
Balance.at December 31 sO 74iae dn ek ome Pee cb 3 Bich Wares fu Se eae Oe te riot nse $10,833,087 
Further considerations may be payable as described in Note 10. = ae 
2. BankIndebtedness 
The following assets have been pledged as security for bank indebtedness: 

1974 1973 

ACCOUNTS, Receivable ti. aya aren «i aude ie ccnaueen nee Tea eper ake eee ee ee $11,300,000 $3,581,000 
NaN cclende) dc coewern are kenaotetn aurea WE Med ae em ACES ty any eh crieend ois'G Gab ain IO RERUN OS 6 Oe Bald oles 26,690,000 2,476,000 


The Danby Corporation, as security for $1,000,000 Banker’s Acceptance, has issued 12% Demand Debentures under a trust 
deed which bear a floating charge on all the assets of Danby in favour of its bankers. 


Bank indebtedness of the Corporation amounting to $2,050,000 is guaranteed by Cemp Investments Ltd., a principal share- 
holder of the Corporation at a cost to the Corporation of 2% per annum. 


3. Bank loan 


The bank loan is repayable by April 30, 1977 and is secured by the pledge to the bank of the shares of Greb Industries 


Limited. Cemp Investments Ltd., a principal shareholder of the Corporation, has guaranteed $2,500,000 of this loan at a cost 
to the Corporation of 2% per annum. 
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4. Notes payable 
Notes payable related to the acquisition of the following companies: 


INDUSTRIAL PLASTIC EXTRUSIONS LTD. 


5% Notes payable in equal annual instalments of $46,619.50 including interest on June 5, 
TOSS ths ob Ans eyes ac acy GN Gee BRO Gece RCC RCS SREY 2 Cos 


5% Notes payable June 5, 1982 with annual interest of $10,000 due each anniversary, 


convertible into common shares of the Corporation at $2 per common share until June 5, 


1977 and thereafter at $5 per common share until maturity.....................204- 


THE DANBY CORPORATION 
5% Note payable in equal monthly instalments of $8,333 plus interest calculated half yearly... . 


5% Note payable November 2, 1977 with interest due quarterly, convertible into common shares 
of the Corporation at $6 percommon share anytime until maturity... .................. 


Non-interest bearing Note due July 1, 1975 payable one half in cash and one half in common 
shares of the Corporation valued at the average market pricein May,1975............... 
DOMINION LUGGAGE CO. LIMITED 


4% Notes payable in three annual instalments of $150,000 on January 30,1975-1977 and one 
instalment of $900,000 on January 30, 1978 with interest payable quarterly............. 


4% Notes payable February 2, 1978 with interest due quarterly, convertible into common shares 
of the Corporation at $8 per common share any time until maturity.................... 

BANNER INDUSTRIES 

4% Notes payable in equal monthly instalments of $10,000 plus interest calculated monthly. ... 


Non-interest bearing Note due June 30, 1975 payable one half in cash and one half in common 
shares of the Corporation valued at the average market price in May,1975............... 


Less IPininetroal! tmveluickeel Ninh CUTE NAIONINMNESin ooo oc occ owe cdedasucanoobouon noo be ee 


1974 
$ 120,000 


200,000 


391,667 
400,000 


180,000 


1,350,000 


1,500,000 


460,000 


550,000 
0, 51,667 
1,140,000 

$4,011,667 


1973 


$ 160,000 


200,000 


491,667 


400,000 


180,000 


— 


500,000 


=. 


,500,000 


580,000 


200,000 
6,211,667 

790,000 
$4,421,667 


At December 31, 1974 the amounts of notes payable in the years 1975 through 1979 is $1,140,000, $410,000, $810,000, 


m2,00 1 O67, nil. 


5. Debentures 

GREB INDUSTRIES LIMITED 

6%% secured sinking fund debentures, Series A, maturing November 15, 1981............ 
7% secured sinking fund debentures, Series B, maturing November 15,1981.............. 
9% secured sinking fund debentures, Series C, maturing May 15,1989................205. 
9%% secured sinking fund debentures, Series D, maturing November1,1993.............. 


'WeSS2 oy CH SALLE Wekeve Ninewells 6 Gos bod an se ooon cook. Soo oue oon pono odb hou 


1974 


$ 442,000 


322,000 


1,125,000 
1,900,000 
3,789,000 
279,000 
$3,510,000 
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Under provisions of the trust deed and supplementary trust deeds securing the debentures, Greb is obliged to set aside 
amounts sufficient to retire the following principal out of sinking fund monies each year: 


Principal Due Expiry 
Amount Date Date 
Series: As cusses oe es gee. yo: alte Shean re tt Pee CIE OMEN OMe ORS ais CHA ecg Sr areca een Pa $ 62,000 Nov. 15 1980 
SOnieS Bi. 5.4 5 wtdccts Wee gs keer aha ee onthe eae Moses Saeaeeee ae cies cron eC eae ee ance eae anemone 42,000 Nov. 15 1980 
SOriOS (Gas ear Falak oc eeehe de Such wa oo SoCo ss Teco ena OnE eee ee 75,000 May 15 1988 
Slolilca D ee ee ee eer ee EPEAT oky hr Gn ud oro homes Goad dle So oa ee ble Gs 100,000 Nov. 15 1992 


$279,000 
Under the provisions of the trust deeds and supplementary trust deeds, Greb may redeem the whole or any part of the de- 
bentures outstanding at varying percentages of the principal redeemed. 
Series A and Series B—up to November 15,1981 at 105.75% to 100.00% of the principal amount redeemed. 
Series C—up to May 15, 1989 at 107.00% to 100.00% of the principal amount redeemed. 
Series D—on or after November 2, 1978 and up to November 1,1993 at 107.00% to100.00% of the principal amount redeemed. 
The trust deeds and supplementary trust deeds contain certain restrictions relating to the payment of dividends. 


The above debentures are secured by specific mortgages on Greb’s real and immovable properties and a first floating charge 
on all of Greb’s assets. 


6. Capital Stock, Share Purchase Warrants and Stock Options 
The following table shows the changes in the common shares of the Corporation during the year ended December 31,1974. 


Shares Amount 
Outstanding’ DecemberslAlO7s yas ese eee ee ene ete eee ee ree 1,040,708 2,660,350 
ISSUCCTONCASIa ccc Secatore ee oer eed Gt PER oi ee Senn: nore eee eee 442,338 2,207,862 
ISSUCCTORCASINONMtMeTeXENclsS COR. WV. lila IIS enema aerate nae na nee 5,950 11,900 
Outstanding Decembensile WO Area ye secret ere re eee act 1,488,996 4,880,112 
Authorized'(Decembenr Siri 9,74 Sey eines metre trey paces te Peete ioe et ee ue nel ae 3,000,000 no par value 


The Corporation has issued share purchase warrants entitling the holders to purchase an equivalent number of common shares 
of the Corporation as follows: 


Warrants Exercised Issued Warrants Prices at which Exercisable 
Outstanding During During Outstanding Common shares may on or 
Decrsin 97s Year _Year_ Dec. 31,1974 be purchased Before 

56,040 5,950 — 50,090 $2.00 July 31,1976 
120,000 — — 120,000 2.00 May 31,1977 

20,000 — _ 20,000 5.00 Dec. 31.1977 
100,000 _ — 100,000 6.44 Aug. 1,1978 

36,667 — _ 36,667 6.86 Oct: 25,1976 

30,000 — — 30,000 8.00 Oct. 31,1978 

= — 200,000 200,000 5.00 Aug. 21,1979 
362,707 5,950 200,000 556,757 
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The Corporation has granted stock options to certain officers and employees entitling the holders to purchase an equivalent 
number of common shares of the Corporation as follows: 


Options Cancelled Issued Options Prices at which Exercisable 
Outstanding During During Outstanding Common Shares may on or 
Decasile 1075 Year Year Dec. 31,1974 be purchased Before 

10,000 — ~ 10,000 $7.52 Feb. 27,1978 

2,500 2,500 — _ 7.00 

_ — 6,000 6,000 4.80 May 1,1979 

— — 15,000 15,000 Se2.5 Dec. 16,1979 

12,500 2,500 21,000 31,000 


The Corporation has reserved 1,014,924 common shares for the following purposes: 


1974 1973 
EOUCISS ON NN ANNES i alg trae nts Are stelssyio-in gs lately <6 SU) wlguekl ood a bbe wim § SidMae gs hace ald oon eles SOO OH) 362,707 
EXCICISCIONSTOCK O OLION Sema mmr reer aes MOUs Hise Noreen dcU rage N a an AM en en eer Sess ea chcnes ataeteo aaah ot 31,000 122500 
GORVETSIOMCOmN OteS PaValo Clennaask preteens ety ee eee ec eat eee Cee ee oe ut 427,167 392,167 


1,014,924 767,374 


The Corporation has set aside an additional 52,743 common shares for the contingent issuance to the vendors of the subsidiary 
companies (see Note 10). 


7. Income Taxes 


The tax provisions for the year has been reduced by $99,000 arising from the utilization of $198,000 of the Corporation’s 
non-capital losses. The Corporation has non-capital losses of approximately $326,000 which may be carried forward and 
deducted from the income of the Corporation in each of its taxation years until 1978 in computing taxable income in each 
of these years. 


8. Remuneration of Directors and Senior Officers 


During the year ended December 31, 1974 the aggregate direct remuneration paid or payable by the Corporation to the 
senior officers and directors of the Corporation as a group aggregated $81,308 as compared to $73,887 in1973. 


9. Earnings per Share 
Earnings per share are computed on the weighted average of common shares outstanding during the period. 


Fully diluted earnings per share give effect to the exercise of outstanding warrants and stock options, and to the conversion 
privileges attached to the notes payable, but not to the shares which may be issued as outlined in Note 10 because such 
issues will not have a dilutive effect. 


is 


10. Contingencies and Commitments 


(a) The Corporation is contingently liable to vendors of subsidiary companies as follows: 


INDUSTRIAL PLASTIC EXTRUSIONS LTD. 


If the aggregate pre-tax profits of Industrial exceed $2,267,500 for the five year period from April 1, 1972 to March 31, 1977, 
the Corporation is required to pay to the vendors of the shares of Industrial amounts up to $800,000 provided that if such pre- 
tax profits are less than $2,267,500 such amounts are subject to reduction from $800,000 to nil proportionately as such prof- 
its decrease from $2,267,500 to $1,250,000. This sum of $800,000 is payable in annual instalments of up to $160,000 on 
May 31 in each of the years 1973 to 1977 based on the aggregate pre-tax profits of Industrial earned to March 31, in each 
year of payment. 


If the cumulative pre-tax earnings of Industrial for the five years ended March 31, 1977 exceed $2,267,500, Industrial has 
agreed to pay, and if Industrial defaults the Corporation has agreed to pay, additional remuneration to two of its executives. 
This remuneration will depend on the amount of the excess earnings and on the average market price of the common shares 
of the Corporation during the five years ended March 31, 1977 and during the month of March 1977. 


THE DANBY CORPORATION 

The Corporation is required to pay to the vendor of Danby amounts up to $2,000,000 in annual instalments commencing 
July 1, 1973 and ending on July 1, 1977. Each annual instalment will be the amount of net after-tax profit of Danby for the 
immediately preceding fiscal year in excess of $200,000 up to a maximum instalment of $400,000 payable as to 50% in cash 
and as to the balance in common shares of the Corporation. Where net after-tax profits in any one year exceed $600,000 
the excess may be carried forward or backward in order to offset any deficiency in a prior or subsequent year. 


DOMINION LUGGAGE CO. LIMITED 


Non-interest bearing unsecured debentures have been issued by the Corporation to the vendors of the shares of Dominion 
which provide that the amounts payable to the vendors thereunder shall be nil if the aggregate net after-tax profits of Dominion 
for the five fiscal years of Dominion ending December 31, 1978 are less than $2,613,800, will increase from nil to $600,000 at 
the rate of $6 for every $1 of net after-tax profits in excess of $2,613,800 and will increase from $600,000 to $1,100,000 at 
the rate of $1 for every $20 of net after-tax profits in excess of $2,713,800. 


BANNER INDUSTRIES 


Non-interest bearing debentures have been issued by the Corporation to the vendors of Banner Industries which call for 
payment of up to $1,524,570 in annual instalments commencing on June 30, 1974 and ending on December 31, 1978. 
Each annual instalment will be the amount of net after-tax profit of Banner in excess of $75,000 for the eight months ended 
December 31,1973, $150,000 for each of the years ended December 31, 1974-1977 and $75,000 for the six month period end- 
ed June 30, 1978. These instalments are payable as to 50% in cash and as to the balance in common shares of the Corporation. 


(b) Manufacturing and warehousing premises are rented under various leases and for different periods terminating in 1975 
to 1983. The aggregate annual rental for 1975 is $384,000. 
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Second Quarter Report 


To the Shareholders 


For the six months ended June 30,1975 


Warrington Products Limited 


To the Shareholders: 


Operations for the six months ended June 30, 
1975 resulted in consolidated earnings of 
$1,201,958 on sales of $34,521,877 as 
compared with consolidated earnings of 
$705,737 and sales of $11,164,195 for the 
first half of 1974. Earnings per share for the 
first six months of 1975 were $0.79 and 
$0.58 on a fully diluted basis. 


The comparative 1974 results do not include 
Greb Industries Limited which was acquired 
effective May 1, 1974. If Greb had been 
included from January 1, 1974 and debt relating 
to this acquisition incurred on January 1, 1974, 
comparable 1974 earnings would have been 
$0.74 and $0.55 on a fully diluted basis. 


Your company, through its wholly owned 
subsidiary, Industrial Plastic Extrusions Ltd., 

has completed the acquisition of Custom Profile 
and Pipe Extrusions Ltd., a Winnipeg based custom 
extruder of vinyl profiles for the window and 

door industry. Industrial Plastic now becomes 

the only custom extrusion company in Canada 
operating on a national basis. 


A cash offer of $30 per share was mailed to the 
common shareholders of Eddy Match Company, 
Limited on August 1, 1975. As was announced 
previously, Wilkinson Match Limited, who 
control 66% of the outstanding shares, have 
agreed to tender their holdings under the offer. 


On behalf of the Board, 
John O. McCutcheon 


Chairman of the Board 


August 1975 


Warrington Products Limited 
Consolidated Statement of Earnings for the six months ended June 30, 1975 


(Unaudited and subject to year-end adjustment) 


1975 1974 
Sales $34,521,877 $11,164,195 
Cost of Sales 25,545,536 8,248,625 
Gross profit 8,976,341 DOT 57.0 
Expenses 
Distribution and marketing 3,084,455 740,475 
Administration 2,909,427 Ol2Z,o2 1 
Interest on long-term debt 968,104 APRA ONES 
LOTRISE 1,579,809 
Earnings before income taxes 1,964,355 siete) JAS 
Income taxes 762,397 630,024 
Net Earnings 51,201,958 $705,737 
Earnings per share $0.79 $0.67 
Earnings per share—fully diluted $0.58 $0.48 


Warrington Products Limited 


Consolidated Statement of Changes in Financial Position for the six months ended June 30, 1975 
(Unaudited and subject to year-end adjustments) 


Source of funds 1975 1974 
From operations aa 
Net Earnings $1,209,958 Som LOO ou 
Items not requiring an outlay of funds 
Depreciation 539,455 81,977 
1,741,413 787,714 
Issuance of common shares 27,37 | hd, 500 
Other 36,904 ae 
2,055,688 799,214 
Application of funds 
Purchase of fixed assets 954,868 192,710 
Long-term debt paid or due within one year 375,000 392,014 
Increase in investment in subsidiaries 196,974 178,667 
Other LOOT a 
1,542,029 763,688 
Increase in working capital 513,659 35,526 
Working capital at beginning of period Tel 2 O72 30 GBS 
Working capital at end of period $ 7,636,889 391,008,657 
Notes: 2. The 1974 comparative figures do not reflect 


1. These statements reflect the accounts of the the results of Greb Industries Limited as this 
Corporation and it’s subsidiaries effectively acquisition transaction did not close until 
acquired on the following dates: August 23, 1974. 

Industrial Plastic Extrusions Ltd., April 1, 1972 
The Danby Corporation, August 1, 1972 
Dominion Luggage Co. Limited, November 1,1972 
Banner Industries, May 1, 1973 

Greb Industries Limited, May 1, 1974 


Warrington Products Limited 
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Second Quarter Report 


To the Shareholders 


For the six months ended June 30, 1976 
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Report to the Shareholders: 


Operations for the six months ended June 30, 1976 
resulted in sales of $46,075,000 as compared to 
$34,522,000 in 1975. A loss of $832,000 before 
extraordinary gain has been incurred in the first half 


of 1976 as compared to a net profit of $1,061,000 in 


1975. After an extraordinary gain of $189,000 the net 
loss for the first six months is $643,000. The com- 


parative 1975 results do not include the results of 


either Storwal International Limited (formerly Eddy 
Match Company, Limited) or Custom Profile and Pipe — 
Extrusions Ltd. These companies were not acquired 
until the second half of 1975 and neither their results 
nor the debt charges related to their acquisition are 
included in the comparative 1975 results. 


Over 60% of the sales of Warrington Products are 
generated by Greb Industries and its results have a 
major effect on the corporation’s profitability. After a 
heavy first quarter loss resulting from events reported : 
to you earlier, Greb became profitable in the second 
quarter although not sufficiently to offset the results 

of the first three months. Shipments are up, the cur- __ 
rent order position is strong and continuing growth in | 
profitability is forecast for the remainder of the year. 


ae 


R.P. Curl 


President 


August, 1976 


i 


Warrington Products Limited 


Consolidated Statement of Earnings for the six months ended June 30, 1976 
(Unaudited and subject to year-end adjustments) 


(000's omitted) 1976 1975 
Sales at $46,075 $34,522 
Cost of Sales 36,183 ere aes) 
Gross Profit 9,892 8,752 
Expenses 
Distribution and Marketing 4,899 3,085 
Administration 4,437 2,959 
Interest on long-term debt 1,891 968 
Aer ) LOt2 
Earnings (loss) before income taxes and minority interest G33) 1,740 
Income taxes (518) 664 
(817) 1,076 
Minority interest TS ts) 
Net earnings (loss) before extraordinary item 32) —>>71,061 
Extraordinary gain on disposal of fixed assets 3 189 — 
Net earnings (loss) eae hi a > $ (643) $ 1,061 
Earnings per share weep (0.39) mess 0.70 
Earnings per share—fully diluted $ (0.39) $ 0.52 


Consolidated Statement of Changes in Financial Position for the six months ended June 30, 1976 


Bre ar hinds. (Unaudited and subject to year-end adjustments) 


From operations | 6000's ae peed oyie pee Sey 
Net earnings (loss) $ (643) $ 1,061 
Items not requiring an outlay of funds 

Depreciation 642 540 

Deferred income taxes 199 a 

Amortization of debenture discount 9 aoa 
207 1,601 

Disposal of fixed assets 663 — 

Issuance of long-term debt f 500 _ 

Issuance of common shares | 220 ea of 

Other | oF 

1,590 1,915 
Application of funds 
Purchase of fixed assets 743 955 
Long-term debt paid or due within one year : 475 SAS 
Increase in investmentin subsidiaries 209 197 
Other 56 
} 1,483 tjvoee 
Increase in working capital . 107 388 
Working capital at beginning of year 18,393 Wiis 
Working capital at end of year $18,500 Vere 
Notes: 2. The 1975 figures do not reflect the results of Custom Profile 
1. These statements reflect the accounts of the Corporation and Pipe Extrusions Ltd. and Storwal International Limited 

and its subsidiaries effectively acquired on the following as these acquisitions did not occur until later in 1975. 

dates: 3. The 1975 net earnings have been adjusted by $126,000 to 

Industrial Plastic Extrusions Ltd., April 1, 1972 reflect a prorata allocation of the 1975 year-end inventory 

The Danby Corporation, August 1, 1972 writedown at Greb Industries Limited. 


Dominion Luggage Co. Limited, November 1, 1972 
Banner Industries, May 1, 1973 

Greb Industries Limited, May 1, 1974 

Custom Profile and Pipe Extrusions Ltd., June 1, 1975 
Storwal International Limited, September 5, 1975 


\ 


